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Subpart A—General Provisions 
§ 602.1 Purpose. 

The purpose of this part is to pre-
scribe a Quality Control (QC) program 
for the Federal-State unemployment 
insurance (UI) system, which is appli-
cable to the State UI programs and the 
Federal unemployment benefit and al-
lowance programs administered by the 
State Employment Security Agencies 
(SESA) under agreements between the 
States and the Secretary of Labor (Sec-
retary). QC will be a major tool to as-
sess the timeliness and accuracy of 
State administration of the UI pro-
gram. It is designed to identify errors 
in claims processes and revenue collec-
tions (including payments in lieu of 
contributions and Extended Unemploy-
ment Compensation Account collec-

tions), analyze causes, and support the 
initiation of corrective action. 

§ 602.2 Scope. 

This part applies to all State laws ap-
proved by the Secretary under the Fed-
eral Unemployment Tax Act (section 
3304 of the Internal Revenue Code of 
1954, 26 U.S.C. section 3304), to the ad-
ministration of the State laws, and to 
any Federal unemployment benefit and 
allowance program administered by 
the SESAs under agreements between 
the States and the Secretary. QC is a 
requirement for all States, initially 
being applicable to the largest perma-
nently authorized programs (regular UI 
including Combined-Wage-Claims) and 
federally-funded programs (Unemploy-
ment Compensation for Ex-Servicemen 
and Unemployment Compensation for 
Federal Employees). Other elements of 
the QC program (e.g., interstate, ex-
tended benefit programs, benefit deni-
als, and revenue collections) will be 
phased in under a schedule determined 
by the Department in consultation 
with State agencies. 

Subpart B—Federal Requirements 

§ 602.10 Federal law requirements. 

(a) Section 303(a)(1) of the Social Se-
curity Act (SSA), 42 U.S.C. 503(a)(1), re-
quires that a State law include provi-
sion for: 

Such methods of administration . . . as are 
found by the Secretary of Labor to be rea-
sonably calculated to insure full payment of 
unemployment compensation when due. 

(b) Section 303(a)(6), SSA, 42 U.S.C. 
505(a)(6), requires that a State law in-
clude provision for: 

The making of such reports, in such form 
and containing such information, as the Sec-
retary of Labor may from time to time re-
quire, and compliance with such provisions 
as the Secretary of Labor may from time to 
time find necessary to assure the correctness 
and verification of such reports. 

(c) Section 303(b), SSA, 42 U.S.C. 
503(b), provides in part that: 

VerDate Aug<04>2004 19:03 May 09, 2005 Jkt 205064 PO 00000 Frm 00030 Fmt 8010 Sfmt 8010 Y:\SGML\205064.XXX 205064



21 

Employment and Training Administration, Labor § 602.21 

Whenever the Secretary of Labor, after 
reasonable notice and opportunity for hear-
ing to the State agency charged with the ad-
ministration of the State law, finds that in 
the administration of the law there is— 

* * * * * 

(2) a failure to comply substantially with 
any provision specified in subsection (a); 

the Secretary of Labor shall notify such 
State agency that further payments will not 
be made to the State until the Secretary of 
Labor is satisfied that there is no longer any 
such denial or failure to comply. Until he is 
so satisfied, he shall make no further certifi-
cation to the Secretary of the Treasury with 
respect to such State . . . .  

(d) Certification of payment of grant-
ed funds to a State is withheld only 
when the Secretary finds, after reason-
able notice and opportunity for hearing 
to the State agency— 

(1) That any provision required by 
section 303(a) of the Social Security 
Act is no longer included in the State 
unemployment compensation law, or 

(2) That in the administration of the 
State unemployment compensation 
law there has been a failure to comply 
substantially with any required provi-
sion of such law. 

§ 602.11 Secretary’s interpretation. 

(a) The Secretary interprets section 
303(a)(1), SSA, to require that a State 
law provide for such methods of admin-
istration as will reasonably ensure the 
prompt and full payment of unemploy-
ment benefits to eligible claimants, 
and collection and handling of income 
for the State unemployment fund (par-
ticularly taxes and reimbursements), 
with the greatest accuracy feasible. 

(b) The Secretary interprets sections 
303(a)(1) and 303(a)(6), SSA, to author-
ize the Department of Labor to pre-
scribe standard definitions, methods 
and procedures, and reporting require-
ments for the QC program and to en-
sure accuracy and verification of QC 
findings. 

(c) The Secretary interprets section 
303(b)(2), SSA to require that, in the 
administration of a State law, there 
shall be substantial compliance with 
the provisions required by sections 
303(a) (1) and (6). Further, conformity 
of the State law with those require-

ments is required by section 303(a) and 
§ 601.5(a) of this chapter. 

(d) To satisfy the requirements of 
sections 303(a) (1) and (6), a State law 
must contain a provision requiring, or 
which is construed to require, the es-
tablishment and maintenance of a QC 
program in accordance with the re-
quirements of this part. The establish-
ment and maintenance of such a QC 
program in accordance with this part 
shall not require any change in State 
law concerning authority to undertake 
redeterminations of claims or liabil-
ities or the finality of any determina-
tion, redetermination or decision. 

Subpart C—State Responsibilities 

§ 602.20 Organization. 

Each State shall establish a QC unit 
independent of, and not accountable to, 
any unit performing functions subject 
to evaluation by the QC unit. The orga-
nizational location of this unit shall be 
positioned to maximize its objectivity, 
to facilitate its access to information 
necessary to carry out its responsibil-
ities, and to minimize organizational 
conflict of interest. 

§ 602.21 Standard methods and proce-
dures. 

Each State shall: 
(a) Perform the requirements of this 

section in accordance with instructions 
issued by the Department, pursuant to 
§ 602.30(a) of this part, to ensure stand-
ardization of methods and procedures 
in a manner consistent with this part; 

(b) Select representative samples for 
QC study of at least a minimum size 
specified by the Department to ensure 
statistical validity (for benefit pay-
ments, a minimum of 400 cases of 
weeks paid per State per year); 

(c) Complete prompt and in-depth 
case investigations to determine the 
degree of accuracy and timeliness in 
the administration of the State UI law 
and Federal programs with respect to 
benefit determinations, benefit pay-
ments, and revenue collections; and 
conduct other measurements and stud-
ies necessary or appropriate for car-
rying out the purposes of this part; and 
in conducting investigations each 
State shall: 
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